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NOMINATIONS OF GORDON GRAY, ALBERT J. ROBERT- 
SON, AND PAUL W. MeCRACKEN 





MONDAY, MARCH 4, 1957 


Untrep Srares SENATE, 
Comirrert oN BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10 a. m., Senator A, Willis Robertson presiding. 

Present: Senators Robertson, Frear, Monroney, Capehart, Ben- 
nett, Bush, and Payne. 

Senator Roserrson. The committee will please be in order. We 
have 2 old friends and 1 new one who have been nominated for high 
positions in the Government. We have asked them to appear before 
us to submit to cross-examination if there be any to enable us to lay 
the foundation for the committee to act on the question of their 
confirmation. 

First, I will ask my old friend, Hon. Gordon Gray, of North Caro- 
lina, to come up. Mr. Gray, we are very glad to have you. 


STATEMENT OF GORDON GRAY 


Mr. Gray. Thank you, sir. 

Senator Roserrson. We have received this biography of Mr. Gray, 
and without objection we will put it in the record at this point. 

Mr. Gray. Yes, sir. 

(The biography of Gordon Gray follows :) 


GORDON GRAY 


Gordon Gray was born in Baltimore, Md., on May 30, 1909, the son of Bowman 
and Nathalie Lyons Gray. He attended Woodberry Forest School, Woodberry 
Forest, Va., and was graduated from the University of North Carolina in 1930 
with a bachelor of arts degree. Subsequently, he studied at the Yale Law School 
where he received his bachelor of arts degree, 

He was admitted to the New York bar in 1934 and was associated with the 
firm of Carter, Ledyard & Milburn from 1933 to 1935. From 1935 to 1987 he 
was associated with Manly, Hendren & Womble in Winston-Salem, N. C., having 
been admitted to the North Carolina bar in 1936. From 1937 to 1947 he was 
president of Piedmont Publishing Co. and publisher of the Winston-Salem Journal 
and Twin City Sentinel. The Piedmont Publishing Co. also operated radio 
station WSJS. 

Mr. Gray was elected to the North Carolina State Senate in 1989 and again in 
1941. He gave up his senate seat in May 1942 to volunteer for Army service. He 
was inducted as « private and separated in 1945 as a captain. He graduated 
from Battalion Commanders and Staff Officers Infantry School in June 1944. He 
had overseas service with headquarters of the 12th Army Group. 

Mr. Gray became Secretary of the Army on June 20, 1949, and resigned on 
April 18, 150. During the period April 18 to September 22, 1950, he was special 
assistant to the President under assignment to study and report on the foreign 
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economic policy of the United States. Upon conclusion of this study, he assumed 
his post as president of the University of North Carolina, to which he had beer 
elected on February 6, 1950. 

Mr. Gray took the oath of office as Assistant Secretary of Defense (Interna- 
tional Security Affairs) on July 14, 1955, and relinquished that post on Febru- 
ary 27, 1957. 

In other Government work, Mr. Gray has served as director of the Psychological 
Strategy Board, as a member of the President’s Committee on International In- 
formation Activities (1953), and as chairman of the Personnel Security Board 
which considered the case of Dr. J. Robert Oppenheimer. He also served as 
chairman of the National Commission on Financing of Hospital Care. 

In the period 1950-55 Mr. Gray received doctor of laws honorary degrees from 
Wake Forest College, Duke University, Harvard University, and the University 
of California at Los Angeles. 

Mr. Gray married Jane Boyden Craige June 11, 1938 (deceased July 14, 1953). 
Children: Gordon, Jr., Burton Craige, Boyden, Bernard. Married Nancy Maguire 
seebe, June 12, 1956. Three stepdaughters: Cameron, Alexandra, and Schuyler 
Beebe. ; ; 

Senator Rosertson. Will you please state to the committee the 
numerous positions you have held in our Government in recent years? 
Some members of the committee ma y not be as familiar as [ am with 
that record. 

Mr. Gray. Yes, sir. For the years 1947 to 1950 I was in the Depart- 
ment of the Army, serving successively as Assistant Secretary, Under 
Secretary, and finally Secretary, a position which I relinquished 
the spring of 1950. 

At that time I became a Special Assistant to the President to make 
a study of our foreign economic policy and stayed in that capacity 
until the fall of 1950 when I left the Governnient service to go to 
university work. 

I came back to Washington in July of 1955 as Assistant Secretary 
of Defense for International Secur ity Affairs. I have occupied that 
position to the present or, strictly speaking, through last Wednesday. 

In the 5 years intervening between these tours of duty I served 
briefly as the first Director ‘of the old, now defunct, Psychological 
Strategy Board by appointment of the President and I also served in 
1954 as Chairman of the Personnel Secur ity Board, which considered 
the so-called case of Dr. Robert J. Oppenheimer. 

These, Mr. Chairman, are the tours of Government service I have 
had in comparatively recent years. 

Senator Ropertson. The acting chairman of this committee is in- 
terested in your new assignment because he is chairman of the Joint 
Committee on Defense Production. In the next 2 vears he will have 
numerous contacts with you in connection with the work you are 
to do. For the purpose of the record the chairman will insert in the 
record at this point a brief summary of the duties of the Director 
of the Office of Defense Production. 

(The summary referred to follows :) 


DIRECTOR OF THE OFFICE OF DEFENSE MOBILIZATION 


The Office of Defense Mobilization and the position of Director were created 
by section 1 of Reorganization Plan No. 3 of 1953. This plan became effective 
on June 12, 1953. 

The position of Director requires appvintment by the President by and with 
the advice of the Senate and provides a salary of $22,500 per year. The plan 
also provides for a Deputy Director, also subject to confirmation, with a salary 
of $17,500 (since raised to $20,500). 
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The Presidential message transinitting Reorganization Plan No. 3 stated that 
it was designed to enable one executive office agency to exercise strong leader- 
ship in our national mobilization effort, including both current defense activity 
and readiness for any future national emergency. 

Reorganization Plan No. 3 trausfers to the Director most of the functions of 
the Chairman of the National Security Resources Board, including his member- 
ship on the National Security Council; most of the functions of the Army and 
Navy Munitions Bourd relating to stockpiling; and any statutory functions of 
the Director of Defense Mobilization. 

Executive Order 10480, dated August 14, 1953, delegated to the Director most 
of the authority conferred on the President by the Defense Production Act of 
1950, and, in addition, designated the Director as the certifying authority under 
section 168 of the Internal Revenue Code relating to accelerated amortiza- 
tion of defense facilities. 

Executive Order 10480 provides that the Director shall, on behalf of the Presi- 
dent, coordinate all mobilization activities of the executive branch and direct 
all activities of other agencies under the Defense Production Act. 

Section 7 of the Trade Agreements Extension Act of 1955 requires the 
Director to advise the President “whenever the Director of the Office of Defense 
Mobilization has reason to believe that any article is being imported into the 
United States in such quantities as to threaten to impair the national security, 
The President, if after investigation he agrees with this finding, “shall take such 
action as he deems necessary to adjust the imports of such article to a level that 
will not threaten the national security.” This authority has been used or con- 
sidered in connection with imports of petroleum, fluorspar, and watches. 

The principal activities under the Defense Production Act for which the 
Director is responsible are the priority and allocation powers of title I, now 
confined mostly to channeling materials to the military and AEC; the financial 
aids to increase capacity and production essential to the mobilization base under 
title IL], closely related to his functions as certifying authority under section 
168 of the Internal Revenue Code and his functions under the Stockpiling Act; 
the authority to request action pursuant to voluntary agreements, with antitrust 
exempions, under section 708; and the authority under section 710 (b) to employ 
persons of outstanding experience and ability without compensation and with a 
partial exemption from the conflict of interest statutes. 


Senator Roperrson. Are there any questions? The Chair recog- 
nizes the Senator from Maine. 

Senator Payne. Mr. Chairman, I want to say first of all that I have 
the highest regard for Mr. Gray. I have known him and known of 
his outstanding service to the Government in many capacities. I 
want to raise a question at this time—and Mr. Gray may not be able 
to give 2 complete answer to it, but it is something I want certainly 
to bri ing to his attention wih the hope that action can be taken on it 
at a reasonably prompt date. It is in connection with a matter that 
was brought to the attention of Dr. Flemming under date of March 
14, 1956. 

Under the provisions of section 7 of the Trade Agreements Exten- 
sion Act on the above date it was called to the attention of the Office 
of Defense Mobilization that there was a terrific impact that imports 
of woolen worsteds and cloths and yarns particularly were having 
upon and threatening the national security. 

There has been no action whatsoever taken in connection with that 
matter which was brought to the attention o fthe Office of Defense 
Mobilization as of March 14, 1956, as I have stated. I just want to 
ask Mr. Gray—although he is probably not familiar with it—if he 
feels there will be a possibility of giving this matter the consideration 
that it honestly deserves ? 

Mr. Gray. Mr. Chairman, I cannot comment at this time substan- 
tively on the question which has been raised because I really am not 








4 NOMINATIONS 


familiar with it. I am familiar with the provisions of section 7 re- 
ferred to, which imposes certain obligations on the Director of the 
Office of Defense Mobilization. Cert: ainly my response to the ques- 
tion would be that I intend to give earnest consideration to any matter 
that comes before me in my official capacity. 

Senator Payne. And you would consider, when you get into it, that 
this is a matter that has been brought to the attention ‘of your office ? 

Mr. Gray. You say it has been brought to their attention. 

Senator Payne. On March 14, 1956, and as yet nothing has been 
done in connection with it. 

Mr. Gray. If I may say so, of course, without prejudice to what- 
ever my action will be, it certainly will be given my consideration. 

Senator Payne. That is certainly all anyone could ask for. Mr. 
Chairman, I will be glad to make my figures available to Mr. Gray, 
but Iam sure he will have them and I will not go into it at too great 
length, but the woolen industry has over the years played a very im- 
portant part, when called upon, in national emergencies of this 
country. 

The serious situation that is confronting the industry is best retlected 
perhaps in the tremendous decline in United States production of 
woolen goods and the tremendous increase which is taking place and 
has taken place on the part of other countries bringing those goods in. 

I hate to get into the Japanese situation again because we have had 
it on cottons, but there in 1950, 1951, and 1952 there was practically 
no importation from Japan so far as wool yarns were concerned. We 
were getting them and have gotten them over the years from Germany, 
from the United Kingdom, from France in small quantities, and from 
Belgium. Japan went from 7,000 pounds of woolen yarn in 1950 to 
981,000 pounds in 1956. 

In that same period of time the United States production was de- 
elining by approximately one-third of what it had formerly produced. 
In woolen worsted cloths in 1950 Japan was producing very, very 
little, and the same held true up until 1954 when it was around 100,000 
pounds roughly of those cloths that were coming in. 

In 1956 that went to 2,896,000 pounds. It jumped over 100 percent 
from their imports in 1955. 

During those same periods we always got a certain amount from 
the United Kingdom, from France, and from Italy. Those imports 
remained almost static. But the decline that is definitely reflected in 
American production—a terrific decrease that has t: aken place in the 
production of our own domestic mills—is compensated for largely by 
the imports coming in. 

The only thing I want to say finally is that this does have an impact 
on an industry that is called upon in time of national emergency to 
fill the defense needs of this country for uniforms and blankets, and 
many other things that are needed. It has an impact on every com- 
munity that has taxable property. It has an impact on the machinery 
industry and on many of the other components that go into the opera- 
tion of these plants. I do think it is of sufficient seriousness to receive 
a very, very real consideration by the Office of Defense Mobilization 
to see what effect this impact hs as had and what it could have upon 
the requirements of this Nation in the event of an emergency. 

That is all I can ask for. 
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Senator Rozerrson. The Chair wishes to make a comment to the 
distinguished Senator from Maine, He has raised an issue we have 
had since 1820, and the witness cannot decide it offhand. The Senator 
from Maine will no doubt recall in 1820 the great Daniel Webster, 
then representing New Hampshire, made a very wonderful speech 
for a low tariff and against the principle of high protection. He 
moved down into Massachusetts and got some stoc k in a woolen mill, 
and Massachusetts su ppestes John Quiney Adams for the Presidency. 

Virginia went against Andrew Jackson in 1824, for Adams, and 
then Adams put through the high tariff bill of 1824 known as the 
Tariff of Abomination. One Virginia Congressman said it added 
$60 a year to the woolen cloth bill for every slave owner in Vi irginia. 
In those days that was real money. It was hecause Webster ad \vocated 
a high tariff when he had been a low tariff man that he was twitted 
by Hayne of South Carolina and Webster made the most famous 
speech he ever made on the preservation of the Union when Hayne 
said he was going to wreck the Union over this issue of the tariff. 

Andrew Jackson promised to repeal the Tariff Act m 1828 and 
Virginia went for Jackson. That is the first time Virginia ever went 
Democratic. I do not know whether the Senator knew that or not. 

Senator Busn. It is very interesting. 

Senator Ropertson. And it was over the tariff. Then we had it up 
again when President Taft made a famous speech at Winona, Minn., 
on schedule K. 

President Theodore Roosevelt had criticized it because he said it 
cost the working man too much for his clothes and Taft weit out 
there—and of all places I do not know why he would do it at Winona, 
Minn.—and made his famous schedule K speech. Theodore Roosevelt 
then went to Boston, I think it was, although it may have been New 
York, and he took the hide off Taft over that. That beat Taft. It 
also seared the Republican Party so that when they drew the next 
tariff forms up thay went through it A, B, C, to get K out of the 
alphabet. 

So it has a rather long history, and we could not expect this witness 
to give a long history on it this morning. I am sure he will delve into 
it rather closely. 

Senator Carenarr. [ might bring the tariff business down to date 
by saying, of course, the Republican Party was the party of the so- 
called high tariff for many, many years, and the Democratic Party 
was the party of the low tariff, or free trade. 

Senator Roperrson. That was the main difference when I grew up. 

Senator Carenarr. However, it now seems as though the Demo- 
cratic Party is becoming the party of the high tariff and many Re- 
publicans are advocating a lower tariff. 

Senator Frear. Is that the modern Republican ? 

Senator Capenart. No. That is the modern Democrat. In other 
words it evidently proves that the Republicans were right all along 
and the Lean ats were wrong. 

Of course, the reason why the Democrats now are advocating high 
tariffs is wn ‘ause the South is becoming highly industrislized and they 
are competing industrialwise with foreign countries who are shipping 

goods in here, and they are competing with foreign countries shipping 
RRO; 
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textiles and many, many other things into the United States. They 
are now getting a little bit of what the northern manufacturers and 
industries have gotten over many, many years. 

This is just an interesting sideline. The able Senator from Virginia 
may not agree with what I say, but it is an interesting discussion. 

Senator Bennerr. May I make one final observation, Mr. Chair- 
man ? 

Senator Roserrson. Absolutely. 

Senator Bennetr. Apparently this stringent situation we are con- 
sidering is now going to . properly handled because we are having a 
Democrat nominated by a Republican to serve in this particular 
position. 

Senator Payne. And a mighty good one, too. 

Senator Rosertson. In all deference I will add we have before us 
the fact that this new appointee was selected by a Republican Presi- 
dent but he has the full endorsement of both Democratic Senators 
from his home State of North Carolina. 

We thank you, sir. 

Senator Carenarr. I want to say this for the record. Mr. Gray 
certainly has had the experience to serve in the capacity of Director 
of the Office of Defense Mobilization. There is no question about that. 
I want to be helpful to you and as helpful to you as I possibly can. I 
am sure that is true of the entire committee because I doubt if there 
is a more important job in Washington than the one you are just 
assuming. 

Mr. Gray. Thank you, sir. I shall certainly seek the assistance of 
this committee, with its indulgence and cooperation. 

Senator Rosertson. Thank you, sir. 

Mr. Gray. Thank you, Mr. Chairman. 

Senator Ropertson. The next gentleman up for consideration is a 
man well known to all of us because he has been serving as chairman 
of an important board. That is Mr. Albert J. Robertson. We will ask 
him to come up. He is accompanied by the two other members of this 
board. Your colleagues can come up if they wish and we will be glad 
to see them. 

Without objection I will insert in the record a brief biography of 
Hon. Albert James Robertson—a right good name. Also I would like 
to put in the record two letters from the Iowa Senators strongly en- 
dorsing and commending the confirmation of Mr. Robertson. 

(The biography of Albert James Robertson and the letters from 
Senators Hickenlooper and Martin follow :) 





ALBERT J. ROBERTSON 


Mr. Robertson was born in Minneapolis, Minn., July 13, 1893. He attended 
Minneapolis public schools and was graduated from the University of Minnesota 
with a B. A. degree in 1915. 

Immediately after graduation he went to work in the real estate department 
of the Minnesota Loan & Trust Co. in Minneapolis. After spending a large part 
of 1916 in western Canada representing an estate for which the trust company 
was trustee, he returned to Minneapolis and entered the bond department of the 
trust company. 

In May 1917, Mr. Robertson entered the first officers’ training camp at Fort 
Snelling, Minn., and was commissioned second lieutenant of Infantry. He 
trained with the 88th Division at Camp Podge, Iowa, and served in France as 
second lieutenant and first lieutenant with the 88th and 77th Divisions. He 
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was discharged in June 1919 and rejoined the bond department of the Minnesota 
Loan & Trust Co. 

In 1923 he went to Des Moines, Iowa, to organize a bond department for the 
Iowa National Bank. In 1928 he organized a mortgage loan department also 
for the same bank. When the Banking Act of 1933 curtailed the investment 
banking activities of commercial banks, he assumed additional duties in the 
general banking field while he continued to supervise the bond and mortgage 
loan departments. In the meantime the Iowa National Bank had consolidated 
with two other institutions, and at the time he left to go into Government service 
he was senior vice president and director of the Iowa-Des Moines National 
Bank and a director of two country banks, the Poweshiek County National Bank 
of Grinnell, Iowa, and the Jefferson State Bank of Jefferson, Iowa. 

He was appointed Assistant Postmaster General, Bureau of Finance, in March 
1953 and in November 1954 was given the additional title of Controller, as a 
result of the consolidation of all financial management functions into one bureau. 
He resigned from the Post Office Department in September 1956 to accept a recess 
appointment as member and Chairman of the Federal Home Loan Bank Board 
to fill the unexpired term of Walter W. McAllister, who had resigned. 

In Des Moines, Mr. Robertson was active in a number of civic and community 
activities. He was general chairman of the Des Moines Community Chest 
campaign in 1937 and served 6 years as a member of the board of directors of the 
chest. For 3 of these years he was president. 

He was chairman of the executive committee of the first Des Moines Red 
Cross war fund drive in 1941. He served on the boards of the Salvation Army, 
Roadside Settlement, the Home for the Aged, and other community organizations 
and also as a trustee of the Iowa Lutheran Hospital, Des Moines, and St. Katha- 
rine’s School, Davenport, Lowa. 

From 1941 to 1945 he was active in the Treasury’s war finance program, 
serving as cochairman of the War Finance Committee for Polk County, Iowa. 
Later he was a regional director in Iowa in the savings bonds program. 

Mr. Robertson was married to Miss Persis Weaver of Des Moines in 1918 and 
has 2 daughters, Mrs. Cyrus S. Collins, Hastings on Hudson, N. Y., and Mrs. 
David W. Gow, South Wales, N. Y., and 5 grandchildren. 


UNITED STATES SENATE, 
COMMITTEE ON ForEIGN RELATIONS, 
February 28, 1957. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


My Dear Mr. CHarrMAN: I am advised that on Iriday, March 1, the Com- 
mittee on Banking and Currency will consider the nomination of Albert J. 
Robertson, of Iowa, to be a member of the Federal Home Loan Bank Board. I 
desire to enter an unqualified endorsement of Mr. Robertson. 

I have known him for a number of years. He is a man of excellent character 
and exceptional ability. Mr. Robertson has been a resident of Des Moines, lowa, 
since 1923, when he came there to organize a bond department for the Iowa 
National Bank. In 1928 he organized a mortgage loan department for that bank. 

In the following years and up to the time of his coming to Washington, he has 
been in the banking business, being a senior vice president and director of the 
Iowa-Des Moines National Bank and several country banks. I consider that he 
has an excellent background and experience for the position to which he has 
been nominated. I hope that the committee will give favorable consideration 
to his nomination. 

Yours sincerely, 
B. B. HICKENLOOPER. 


UNITED STATES SENATE, 
Washington, D. C., February 28, 1957. 
Hon, J. W. FuLBRiGH?, 
Chairman, Committee on Banking and Currency, 
United States Senate. 
Dear Mr. CHAIRMAN: Thank you very much for your letter of February 26 
letting me know that the nomination of Albert James Robertson, of Iowa, to be 
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a member of the Federal Home Loan Bank Board will be considered by your 
committee on Friday, March 1, 1957. 

I have known Mr. Robertson very well and very favorably for many years and 
it gives me great pleasure to endorse him for this appointment. He is one of 
Iowa's leading bankers and his record both in business and in government has 
been most outstanding at all times. All of us who have had the privilege of 
knowing him are proud indeed to have him named to the Federal Home Loan 
Bank Board. 

Sincerely yours, 
TuHos. E. MARTIN. 

Senator Rosertson. You may first tell us what public service you 
have had, especially with the Federal Government, Mr. Robertson, 
and how long you have been where you are now, and for what term 
you are being nominated. 


STATEMENT OF ALBERT JAMES ROBERTSON 


Mr. Roperrson. My only public service has been with the Govern- 
ment. I came to Washington in March of 1953 to be Assistant Post- 
master General in the Bureau of Finance. The Posi Office Depart- 
ment was undergoing a substantial financial reorganization at that 
time, the principal part of which was decentralizing the financial 
operations to the 15 regions. In November 1954 1 was given the 
additional title of Controller as a result of the placing of all of the 
financial operations of the Post Office Department in the one Bureau. 

In August 1956 1 was asked to fill the unexpired term of Walter 
McAllister as Chairman and member of the Federal Home Loan Bank 
Board. That term, I think, expires June 30 of this year. I took the 
new office September 14 and have been serving ever since. 

Senator Roperrson. I notice with interest that you entered the first 
officers’ training camp at Fort Snelling, Minn., in May 1917. 

Mr. Rorerrson. Yes, sir. 

Senator Rosertson. I volunteered for the first camp in Virginia, 
was accepted for the second camp, and served in the Third Infantry 
at Fort Myer, Va. When I was commissioned I was to be a second 
heutenant of infantry, but I was so old at that time that I was too old 
to be a second lieutenant so they made me a first lieutenant. They 
either had to do that or throw me out, so they made me a first lieutenant. 

Are there any questions? We know you very well and very favor- 
ably and we do not need to ask you any questions. We thank you. 

Mr. Roserrson. Thank you very much. 

Senator Carrnarr. I want to say, Mr, Robertson, that I think you 
have a great opportunity to serve in this capacity. With your back- 
ground and experience you ought to be able to handle the situation 
and handle it well. I want to help you in every way I can, and I 
know this committee does. 

Mr. Roverrson. Thank you, sir. I will do my best. 

Senator Carenarr. If you are ever up against any problems that 
are rather tough, I would suggest you consult with the committee. 
We will probably be consulting with you from time to time. 

Mr. Rosertson. I shall not hesitate to do it, sir. 

Senator Payne. Mr. Chairman, I want to say that I think Mr. Rob- 
ertson made a most valuable contribution to the Government during 
his service in the Post Office Department. I happen to know from 
talks with Mr. Robertson on matters on which we have a mutual inter- 
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est, that he established for the first time an accounting control in the 
Post Office Department, which has been needed for many, many years, 
and he did a remarkably good job. It has enabled the Department 
to carry on its activities in a manner in which they can ev: siuate where 
they are headed. 

Mr. Rosrrtson. Thank you, sir. 

Senator Frear. Mr. Robertson, I know of no better people you can 
bring along with you today than these gentlemen who are also mem- 
bers of the Board, and I assume they are substantiating your con- 
firmation here. 

We have known them in this committee for a long time, and in the 
House Banking and Currency Committee, with which one of them 
has been associated. We have thought very highly of them, and still 
do, even though they have left us and gone to the Home Loan Bank 
Board. 

Last week, or the week before, as you probably know, the Financial 
Institutions Act of 1957 was before this committee with quite extended 
hearings. In those hearings it was brought out by several witnesses 
that there were certain facts to be considered regarding the activities 
of not only the Home Loan Bank Board, but the bankers association, 
7 

I do not want to appear to be in any manner critical at all, but if 
there are things that arise that we need any further information on I 
know you would not hesitate to give any member of this committee, 
or anyone else, as far as that is concerned, if they called upon you, 
a better explanation than that which they sometimes get outside of 
the Home Loan Bank Board. I have never felt any of the agencies of 
the Federal Government were wholly without criticism, and justifi- 
ably so, but a great deal of it is perhaps unjustified. 

We. ertainly want to be fair to you and your Board, and we know 
that same courtesy will be extended to you by others. I am happy to 
see you on this Board along with a couple of other very fine members. 

Mr. Rozertson. Thank you, sir. 

Senator Roserrson. We thank you, sir. 

The next gentleman is the very distinguished economist who started 
in Towa but comes to us from Michigan with the endorsement of the 
Michigan Senators. That is Dr. Paul Winston McCracken. 

Dr. McCracken, I notice you have a degree from a college in Iowa 
and an M. A. and Ph.D degrees from Harvard. You have written a 
lot of articles on financial subjects, including The Public Debt, and one 
on the increase in bank lending. One of your articles is Is Price In- 
flation Inevitable? What was your conclusion in that article? Ts 
price inflation inevitable? That was in 1953. 


STATEMENT OF PAUL WINSTON McCRACKEN 


Mr. McCracken. Yes, sir. 

Senator Roserrson. We got the price inflation. What did you say 
about it in 1953 ? 

Mr. McCracken. My conclusion then was that it is not inevitable. 

Senator Roserrson. Then you are in the position described by 
Winston Churchill who said that he is a man who before it happens 
can predict what is going to happen and later explain why it did not 
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happen. We have price inflation. Can you tell us why we got it 
when it was not due to come according to the best theory at the time? 


Senator Bennerr. Can you tell the members of the committee for 
which post Mr. McCracken is being considered ? 

Senator Ropertrson. It is the very important Council of Economic 
Advisers. They are going to tell the President what to do. The 
President is committed to a stable dollar as I understand it. This 
Council is going to tell us how to get the stable dollar. That is one 
of its duties. We have a very distinguished scholar here to serve on 
that Council. Without objection at this point in the record we will 
insert the biography on Mr. McCracken. 

(The biography of Paul Winston McCracken follows :) 


PAUL W. McCRACKEN 


Paul Winston McCracken was born at Richland, Iowa, December 29, 1915, the 
son of Sunmer and Mary MeCracken (who continue to reside at Richland, Lowa). 

He graduated from Richland High School (Iowa) in 1933, and from William 
Penn College, Oskaloosa, Iowa, in 1987. His M. A. and Ph. D. degrees in eco- 
nomics are from Harvard University, conferred in 1942 and 1948, respectively. 

From 1937 to 1940 he taught English at the Foundation School of Berea 
College, Kentucky. After graduate work at Harvard University in 1940-42, he 
was with the United States Department of Commerce in 1942-45 and was finan- 
cial economist and director of research at the Federal Reserve Bank of Minnea- 
polis in 1943-48. In 1948 he joined the faculty of the University of Michigan at 
Ann Arbor and since 1950 has been professor of business conditions in the school 
of business administration. 

He is a member of the American Economic Association, the American Statis- 
tical Association, the American Finance Association, and the Royal Economic 
Society. He is the author of various monographs, articles, and papers on business 
conditions and financial and economic matters: The Northwest in Two Wars; 
Rising Tide of Bank Lending; The Public Debt: A Hinderance or Advantage to 
Credit Control?, Journal of Finance, May 1953; The Relationship Between 
Fiscal Policy and Monetary and Debt-Management Policy, Proceedings, National 
Tax Association, 1952; The Present Status of Monetary and Fiscal Policy, Jour- 
nal of Finance, March 1950; The Problem of the Pubiie Debt, Yale Review, 1953; 
Is Price Inflation Inevitable?, Michigan Business Review, September 1955; The 
Debt Problem and Economic Growth, Michigan Business Review, November 1956; 
Is There a New Economic Stability?, Michigan Business Review, January 1957. 

Dr. McCracken has served on the economic advisory group to the Governor 
of Michigan, the board of pensions of the Presbyterian Church in the U. 8. A., the 
research council of the American Bankers Association, the board of directors of 
Group Securities, Inc., and the editorial board of the American Finance Associa- 
tion. He has also been a consultant to the United States Treasury Department 
and to various companies in the automotive, public utility, and petroleum 
industries. 

He married Emily Ruth Siler of Warrenton, Ga., in 1942. They have two 
children, Linda Jo and Paula Jeanne, and reside at 2564 Hawthorn, Ann Arbor, 
Mich. 


Senator Bus. Do you think the chairman can assure this commit- 
tee that Mr. McCracken will be wholeheartedly and sympathetically 
in support of everything we do in this connection to keep the dollar 
stable ? 

Senator Roserrson. Absolutely. And if he will tell us how to keep 
it stable he can count on a lot of cooperation out of us. You may 
expect we will look into it pretty carefully before we endorse what you 
tell us. 

Senator Busu. I hope that is the ease. 

Senator Ropertson. We are glad to have distinguished and highly 
educated men tackle these pr oblems because it is frequently well over 
the heads of us laymen. 
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Are there any questions? I want the record to show that Mr. 
McCracken has the endorsement of both Senators from Michigan. 

Senator Busu. I do not want to delay the committee, but if we have 
the time, this is a very interesting subject and we have finished the 
other two nominations we had before us today, so 1 would like to ask 
Dr. McCracken some questions here with the chairman’s permission. 

Senator Roserrson. The Chair will recognize the Senator from 
Connecticut. 

Senator Busu. I suppose Mr. McCracken will agree that this ques- 
tion of inflation is now up again with considerable intensity and a 
ereat deal of discussion is taking place on the subject all over the 
country in economic cireles and governmental circles, and so forth. 
This is a very broad question I am going to ask you and it gives you 
the opportunity of answering it just as broadly as you would like. 
Realizing the importance of it and the difficulty of it I will be interested 
as to how you feel you can deal with it. 

What do you think we can do in this session of the Congress here 
to assist in the fight against ie Have you any recommenda- 
tions to make to this committee? I ask that because most of the legis- 
lation, one might say, outside of appropriations themselves, which 
have to do with the banking system, and housing, and a great deal of 
what you might describe as ‘the anti-inflation: ary influence, could orig!- 
nate in this committee. 

What do you think we can do in the Congress, and what do you 
think we should do in this session to combat the forces of inflation ? 
I ask that question assuming you think these forces are pretty strong 
today. If you do not think so then you will, of course, tell us that 
that is the case. But what I am really getting at is, What do you 
think that the Congress should do this year "and how should we conduct 
ourselves, and what steps should we take to do something about pre- 
venting the evil of inflation from eating away at the values of our 
savings, and our pensions, and so forth and so on? 

That is a very broad question and I would appreciate any observa- 
tions you want to make on it. 

Senator Frear. | am sure he can answer that in about two words. 

Senator Bennerr. Are those two words “go home”? 

Mr. McCracken. First of all, in regard to the question of the in- 
tensity of the inflationary pressures. ‘It is, of course, perfectly true 
that the price level went up substantially last year, roughly 3 percent 
in terms of the consumer price index, for example. My own impres- 
sion would be that the price level might be very well under some less 
upward pressure this year, but again that is something which remains 
to be seen. 

The real question, of course, has to do with the sources of this up- 
ward pressure and, therefore, what can be done about them. 

Clearly, whatever new elements may be in the picture, the old view, 
the old concept, that these upward pressures on prices at least. im- 
portantly arise out of a condition where the pace of spending and the 
flow of purchasing power is outrunning our capacity to produce, 
obviously still has a lot of validity. That immediately, it. seems to 
me, points to certain ways of getting at this problem. 

In the first place, it certainly points to the importance of basic re- 
liance on monetary and fiscal policies which do not result in pouring 
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more purchasing power out than can be matched by a cor responding 
flow of goods and services, 

A question which has been raised with increasing frequency in, 
recent years has to do with whether or not there may be, so to speak, 
something new in the picture. I refer there, of course, to the wage- 
cost-price spiral and the possibility that we may have here a_pro- 
cedure which is going to exert upward pressures on our cost level, 
which must be validated by a higher price level, or we must have 
enough unemployment to neutralize these pressures which give us a 
higher cost level. 

The question is frequently raised as to what to do about that. It 
seems to me here we have to proceed more cautiously simply because 
it is a complex problem and one that historically we have had rela- 
tively little experience with. 

The first thing it seems to me to be essential is that we have a clear 
understanding of the nature of this aspect of our problem. 

The second 1 requirement is that there be a greater awareness on the 
part of public opinion generally. 

It seems to me by and large this country’s reeord is pretty good 
on the questions of economic policy when the public has perceived the 
true nature which our problems involved. So that is the second step. 

Whether we have to look forward ultimately to something beyond 
that is a question that I simply would not be prepared to answer; and 
I doubt if we could at this stage of the proceedings. I do think myself 
that there are some things which do need some thought and attention 
immediately. 

One of these is that we do need better information on the nature of 
the impact of monetary policy, and particularly of the impact of a 
tightening of credit in a period such as we have been through. We 
need this, importantly, because how much we can rely on a tight 
money policy to control this problem depends importantly on what 
kind of an impact this has and on what kind of unintended side ef- 
fects may be produced which need to be relieved, and so forth. 

This is an area that we do not have any very good, systematic, or- 
ganized information about and, until we do, it is hard to know how 
far one can go. 

Also in this whole area of productivity the relationship between 
changes in productivity and the price level—how to measure pro- 
ductivity—enters into it and there are an enormous number of un- 
answered questions there which are pretty relevant to this question. 

Senator Busn. I understand that the Federal Reserve Board is con- 
ducting an investigation now on the subject of consumer price con- 
trols. 

Mr. McCracken. Consumer credit. 

Senator Busn. Consumer credit controls, particularly regarding 
the terms of consumer credit. To illustrate that I understand that 
automobile paper is now running as long as 33 months in some loca- 
tious. In other words, a man is given 33 months to pay for a new 
automobile. 

Senator Caprenarrt. 36. 

Senator Busu. I have not heard of it being as high as 36, but if it 
is that is 3 years in which to pay for a new automobile. There has 
been some discussion in the press that I have seen, and elsewhere, of 
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the desirability of giving the Federal Reserve Board standby controls 
as they once had to deal with this question of consumer credit, just 
as they are able to deal with the question of credit controls in connec- 
tion with stock market investments and speculation. I know most 
people are waiting with interest to see what the Federal Reserve 
Board is going to recommend in this connection. 

| wondered whether vou had any observations that you cared to 
make on that subject ? 

Mr. McCracken, On this particular subject it is true that the Fed- 
eral Reserve Board is transmitting later this month the results of 
this very large study which they have been conducting during the 
past year. This study is yet to be transmitted, and pending a full 
study of their findings I weald only say that I would remain open- 
minded myself on this question of whether some kind of procedure for 
this should be set up. 

Senator Busn. I thank you, Mr. McCracken. 

Senator Caprenarr. I would like to ask this question. What has 
happened to the old philosophy we once had—I listened to it in this 
committee for many, many years—on the part of private industry. 
The philosophy was that big production will reduce prices and “all 
you need to do is give us a free hand and you, the Government, keep 
out of it and give us an opportunity to enter into big production and 
we will reduce prices.’ 

That was the big argument that was made here to get rid of OPA 
right after the war. Today we have the biggest unit production, I 
think, of every conceivable thing, and yet we have the highest prices. 
What has hi appened to that philosophy, or that belief, and how can 
we cure it? 

Mr. McCracken. The price level experience of the United States, I 
think, on the whole does compare quite favorably with most other 
industrialized countries, and to an important extent 

Senator Capenartr. That is not my question. I am sorry, but my 
question is, What has happened to this belief that we were taught— 
I know I was taught—that big production would reduce prices? 
Today we have the biggest production in the history of the Nation and 
the highest prices too. 

What has h appened and how can we cure it? 

Mr. McCracken. The American economy’s record of its capacity to 
increase is very striking. Its output of goods and services is most 
impressive. And this is, I think, a part of the reason that on the 
whole our price level experience has compared quite favorably with 
that of other nations. Our experience in the postwar period, in in- 
creasing total output, or increasing output per worker, has been 
roughly in line with our historical experience. On the other hand; if, 
during that same period, through monetary credit expansion and so 
forth, and through rising wage rates, we are increasing demand at 
least as rapidly as we increase our total flow of output, and if, during 
that same period, our underlying potential is also rising, then there ts 
simply no elbow room left for a “reduction in the price ‘level. 

Senator CarenaArt. Would you say that unless we can solve this 
problem by increased production, it’ will some day have to be solved 
possibly by some sort of controls ? 
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Mr. McCracken. Well, it is not my belief that we are in an era 
where this problem can only be—— 

Senator Capenart. I am only asking questions here now for the 
_——- of getting an answer, not necessarily giving you my belief. 

ut I have noticed these two things. One is that big production has 
not reduced prices; and secondly, how else can we handle the situa- 
tion—if big production will not cure it, then what will ? 

Mr. McCracken. The answer has to lie in bringing into balance 
our capacity to produce together with demand and also maintaining 
a stable cost level. I mean this is the problem that we face. 

Senator Capenart. Is it possible, under existing conditions, for 
big production to solve the problem and get a reduction in the cost 
of all name ong is reduction in the selling price—without having 
unemployment ? 

Mr. McCracken. I think that the combination of our great pro- 
ductivity, productive capacity, a well-timed and well-designed mone- 
tary and fiscal policy, together with a more alert and informed public 
opinion, on this issue of wage-cost-price problem, will go a long 
way toward giving us the kind of price stability that we want. 

Senator Bennett. May I make a comment? When my colleague 
is talking about big production, he is really talking, is he not, about 
big changes in productivity rate? I remember, and I am sure we all 
do, the great and dramatic thing that happened 40 years ago, when 
Henry Ford went from unit production to assembly-line production. 
That is the sort of dramatic thing that is out of the picture now. We 
are nibbling away at productivity increases. As I understand the 
figures, in 1956 our rate of productivity increase was somewhere in 
the area of 1.5 percent. 

I want to express an opinion, Mr. Chairman. During the last few 
years, we have forgotten the consumer in terms of his share of pro- 
ductivity increase, and we have tended to stress the right of labor to 
the productivity increase. I think someday we have got to recon- 
sider the consumer’s right. The only way he gets his right demon- 
strated is in terms of 1 of 2 things; either a lower price for an exist- 
ing product or a better product for the same price. We in this country 
have tended to go over to the second point of view. We want bigger 
television for the same price; we want more power accessories on our 
automobiles. So, instead of reducing the price level, we are expressing 
whatever added value we can give to the consumer in terms of a better 
product for comparably the same price. I think we will continue to 
see that continued, rather than lower prices. 

Senator Frear. Mr. Chairman, I don’t want to express anything 
regarding the State of Delaware, but I would like you to take nylon, 
for example. You know what it cost when it came out. But now we 
have mass production, and it is bigger, better, and stronger, and sells 
at a lower price. 

Senator Roserrson. The Chair wishes to comment that when you 
are confirmed, as I assume you will be, you will be in a position of 
great power. You will be 1 of 3 advisers to the President of the 
Nation on economic problems, which in the opinion of many members 
of this committee are the most serious we have been confronted with 
in our lifetime. And they are probably growing worse. We frankly, 
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as has been indicated here, do not know the answers. We know the 
desirability of a stable dollar, but we do not know how to get it. You 
had an idea in 1953 that price inflation was not inevitable, but we got 
it just the same. 

May we infer from your name that you are of Scotch-Irish ancestry ? 

Mr. McCracken. That is correct. 

Senator Ropertson. I note that you are a member of the Presby- 
terian Church. Now, the Scotch-Irish and the Presbyterians settled 
in my part of the country. Iam not one of them. Iam a lowlander 
who moved up into the valley. I notice you married a lovely girl 
from Georgia; is that correct? 

Mr. McCracken. That is correct. 

Senator Rozerrson. Well, all I have to ask of you is when you get 
to thinking about these economic problems, discuss it with your father 
and with your wife and with some of your friends in the Presbyterian 
Church, and if necessary forget some of the things they told you up 
there at Harvard. 

That is all. Thank you, sir. 

Gentlemen, that concludes the hearing. We will go into executive 
session. 

(Whereupon, at 10:50 a. m., the committee recessed and went into 
executive session. ) 
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